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! Contact Number:

- We have oonsidered your applmﬂon for recognmon of exémption from federal i mcome tax

501(cX3). Based:on the mformat:on submltted we: have concluded|that you do not. qualrfy fo&
"-'exemptxon under that sechon The basw for our oonclusnon is set fcrth below.

You were created asa nonproﬁt membelshlp oorporataon under _law for the ' _' :
followmg stated pdrposes ; '

- A) Create a socsal bond among Arab Americans who have fa mily or. other 'ues o .

. :snmllar actlvmes g

. university level.

of N o

’ C) To provide scholarshaps to stu<jents of these. fammes at;
‘ ~'Also to extend:this:kind of help.to-some students in thed
Arabs in—who attend umversitnes

books lab equment and other topacs related to educatto X

L SR VST A P Ny SV

[ '

undér:section 501(a)f the Intemal Revénue Code: as'ari organization described in section " - - '

Your apphcanon states that you were created bya group of
. as d social organization . .". in order.to better construct social
fnends Towards thgs end you have conducted the followmg spe

rican men-and women |

¢ functions or events

1

nd among their families and . '




P 3 Two dmner pames scheduled for-and-~

o _ Your presudent subsequentlyvnsuted

. : t,g_to other:orgamzanons Hn VOUf "9590"56 (dated

T commlttee s guidelines, and that your president attends meetings o

o employment status; and no relatives of selection.committee. :
. Some or: all of’ the fundsfor scholarships were raised from a.Sch

1 A dlnner party on;
and raised S from donatlons and raffle.tickets: (such actxvstles ill comprise-about 60% of
yéur: tlme and: efforts annually) : _ . :

2. A plcmc at

" The'picriic generated SR plus SMBNin rafMe proceeds: piizes were donated by your . °

members their families, and: their friends. You alsq-planned a picnig, joi
! ‘other organizations - and ! forh

thls event with these other onganlmtlons

re M per person with °.

4 A banquet dmner on _ admtsslon charges

held at the event..

an a dmonal was sentto the

ivately and met with the .

.ltals :with whom he toured the hospitals.

‘we asked you. to: subrmt a; copy of any written procedures or guideli

s for making centnbutlons
you stated'as follows

i desoent and have a minimum grade polnt average of 3:2. A scho ' hip selectlon',committee

rewews the. applmtlons and détermines the top three applicants’
“‘need, and extracumcular activities. The program is. publicized th
Lsent: out regularly to the: “AmencanlArab—Amencan ;community”. Y
i that'the: selectuon of scholarshlp redplenls should be fair and justi

'on grades, financial
h flyers and riewsletters

by the scholarship -

«in order to witness the selection- process. You do not base sel ioh-of recipients on

hand. -

state.that you are aware-. -

Data restaurant. whlch was aﬁended by 210 people: . -

t 0

on_ which families and fnends. :

P 3 were, setved food and soft drinis; admission.charges were:$ll¥or ddults and ¥or children. -

yo i spht the net proeeeds from'

v proceeds allocated for the support of hospitals in Nazareth. Tlcke were sold and distributed ¢ ¢+

ulting in $ SEEER belng SHCEh

u state that 40% of your ' .
o direct solicitations of firids:.- By Idtter dated* who

f the scholarship committee = -

w'lll;receive'-scmlarshi . ‘:. :
ip Dinner, held_ori&l'_;.-, o
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'lnte Revenue Code

3 ,contams announcements and oongratulatons of members acttvitte. Sympathy and

h -to report about a functnon

; .have an affiliation with.Arab citizens. of- and ages range from 17 to 25 The youth group

P ltsted ing that sectton

0

0
‘:

stated,purpose for these funds was to help the 1NN
mate courses for. young, people fo start their own busmesses in
! ‘that the | isa socaat welfare organtzatron desenbed in se on 501 (c)(4) of the

- "Yoiy periodically publish a newstetter. which is dlstnbuted 574 er
follomng statement: 7To have'a social bond among Arab-Amert s fr:

Condolences, photographs of membersiparticipating in-events; and advertrslng -of members
;businésses. The newstetter isinot pubtlshed on a regular. basxs. bu
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You created a youth organizatlon as an extensxon of yeur org

! will alsé’ conduct cuitaral and social activities, such as dinner. partie$, inviting a lecturer or

e creaung an artistic activrty 10 -'educate the generat public about Mrd e Eastern culture

i

: xemptlon from federal

: t under seotron :501(a), that
-are organtzed ahd operated exolusrvely ifor charitable, eduwttonal : nd oertam other purposas

Section 501 (c)(3)-1 (a)(t) of the Incoma Tax Regulatxons pro ides that in order to qualify

for exempﬁon under séction. 501(c)(3). an orgenization must. .be both organized and operated .o
erthertheorgamzatnonal of

exclusnvety for exempt purposes An organnzatton that faals to- mee
operahonal test is‘not exempt_

Sectlon 501 (c)(3)—1 (b)(t)(i) of the regulations prov:des that an organization is orgamzed

'exctuswely for, exempt purposes ‘only if its:articles of organhon (@) limit its purposes to -

exempt purposes, and’ (b) do not expressly ‘empower the organrza Hon to engage, other than as’




ithe- operatron of ‘a social club” does not meet the orgamzatronal test ¢
' it is oreated “for d'\antabte purposes within the meamng Df sectron

f operated exc!usively" for: exempt purposes only if it engages pri

Eft.u"ther educational and charitable purposes within the meaning of s4

! -Rev.Rulii66-103, 1966-1. iC.B.134, or academic merit, Rev; Rul. 69
RN (2) the éducational and. chamable purposes of the-scholarship progra
to pnvate purposes of the grantor see, e.g.,.Rev. Rul. 67-367 1967 2 C B. 188.

T T S P S Ty Tt oy --,- o ‘“ it ' P -_‘. e

' 1 section:under which exemptron Is claimed. , A mere!festaternent of
-, -proposed activities will'be in furtherance: of such purposes will not
?organrzauon must-fully: desonbe the actrvrtres in which it expects to ¢ ngage, including the
. . {standards, criteria, prowduree or.other means adopted.or planned, and the nature of

i :oontemplated expendxtures Where the ongamzatron cannot demo

. .irequu‘ed before a rulmg or deterrmnabon fetter will be issued. In

# than as an msubstantral part ofits actrvrtles, activities that do not furthereiempt purposes.

\Thus,; the iregulation prowdes an organization that is empowered by its arficles "o engage in -
Secﬁon 501((:)(3)‘1 (c) of the: regulations provides that an orga ization will be regarded as

acoomphsh exempt. purposes specrﬁed in section 501(c)(3). /An-org mzatnon will not be'so -

: ‘ regapded rf more than an rnsubstanhal part; of its activmes does not further an exempt purpose

Provrdlng scholarshrps 1o students at institutions of: hrgher educatron is. an-activity that may .
ction.501(c)(3).of the: Code,
d on financial need, see .
257, 1969-1 C.B. 151, and .
must not be subordnnate

nder | th “following' crrcumstanoes (1): Scholarships must be-base

' Rev Rul. 68—489 1968-2 C. B 210 holds that.an organrzahcm .ay make grants o . .o ? '

£1 nonexempt orgamzatrons. If it retains -control and discretion over thejuse of the. funds for- section’,’

: 5 : 501 (€X3): purposes "An: orgamzatlon retairts; control and’ drseretron d
i 1501 (c)(3) purposes; th

er use of.the funds for-

 ensuring that the funds are used for such

i distributicns to 'Specific. pro;ects that further.its 501(c)(3) purposes; and-(2): mamtamsareoords

o g establxshmg that the funds were ln fact used for section 501(c)(3) p frposes.

tates. These rulings
8489, the charity that -

. ansfers funds to a non-exempt forergn ongamza’uon must retain d scretion and control over use. |
~of the funds for section:501(c)(3) purposes;, and may nat. be nmrely 8 conduit between the donor

&, .d the no‘r-Unrted States orgamzatlon

t exempt status wrll be ]
described. In sufficient detatl
{0 permit a conclusion that the ‘organization will clearly meet the particular.requiremnents of the

pumposes or.a statement that ©
: txsfy this requrrement The |

Rev Proc. 90-27,. 1990-1 ‘C.B. 514: § 5.01, provxd&c in part.
“eoogmzed in advance of' operatrons if proposed operations can ba

strate o the sahsfacbon of

‘cases where an

: 1orgamzatron is:unable to describe fully its purposes and activities, ajrefusal to issue a ruling or
(determination letter will be considéred an.initial adverse detemunatron from which admrmstrauve
;appeal OF protest nghts will be afforded

purposes, where it (1)llmlts -

Rev Ruls. 66-79 1966—1 cs 43 and Rev Rul. 63—252 196 2 C.B; 102, illustrate the ;.3:,':;';




i In B_etter Busmess Bureau of Washmgton D.C., inc: v Umted States 326 U.S. 279 (1 946)
L the. Su‘ sme. Court held that the presénce of a single non-exempt phrposae, if substantial in
“nature,; will destroy a c!axm for exernptxon regardiess of the number or importance of truly

To estabhsh that you are exempt as an orgamzahon describedi in section 501(cX3), you
must; estabhsh that your primary purpose is d';antable and-edu i and that no.substantial
part of your achvrtxes is socaal in’ natur.e The following mllngs are helipful in this analysis: .

Rev Rul./66-1 79 1966-1 C B 139b shows how garden clubs y qualify for exemp’uon
~, underdifferent sections of the Codé depending on their form of organization and method of |
" ‘operation.- Situation 1 1s an example’of 2 a ganden chuib that qualifies for exemption under section .

'~ ithe public on horticultural sub;ecrs In furtherance of its purposes, the organization maintained .
- and opexated afree hbrary of materials on heorticulture and allied subjects, instructed the: public-
G ';:on horticulture, held: publlc flower shows of a noncommercsal nature} made awards to children

‘ “'for aichieying in garderis; and made awards for civic achievement in conservation.and

L AQualrfy for exemption upder section'501(c)(3) or 501(c)(7) of the

ode:. In Situation. 1, a club
.1: qualifying for exemption! under settion. 501(c)(3) has a membershxp

isting, pnmanly of .

@edumﬂonal materials; ‘maintains a library of reference materials; 2 ts the local.museunin its

on: substannally the' same bas:s as members

Lt

‘ouse mr students of a-zchodl is not exemet uider.secticn 501 (cX3) ‘The ruling acknowledged
‘that;a: college fratemity, contributes. to the cultural and-educational growth of its members; its

section 501(0)(3)

Slmllarly, in Phlnney V. Dougherty :307:F.2d 357 (5th Clr 196 ) the oourt of appeals he!d
‘that: a grﬁ to a-fund to: aoqunre and maintain a-chapter. house for a temity did not qualify for
‘ exemptxon as a charitable 'and educational organization Withirs the
i of the:Code. The court: reasoned that while: this activity furthered

ucational purposes; it also
o :furthered social. purposes; thus, the orgamzat:on did not. operate erduswely" for section
BE 501(c)(3) purposes, and did: not qualu’y for exemption undet sectnon 501(cX3).

YSIS

E }' 501(0)(3) for the following reasons;

{fhorhcutture Membershnp was open to the publlc and consrsted primdrily of amateur gafdeners L

I display. of gems: ‘and minerals; and annual conducts a show for the enetal public on-gems and:i- PR
!~ 'minerals; The:general’ pubhc is invited’ to-attend all:club fundsons partu:pate infts programs Lo

ning of section 501(c)(3)

. :601{c)(3). - The clubwas incorporated as.a nonprofit- orgamzahon fof the purposes of mstruchng S

Rev Rul.. 67—139 1967-1 CB. 129, provides examples of how|gem and mineral clubs may - ‘

3 . amateurs and hobbyists; holds  monthly lectures; sponsors field tripg; Issues.a bulletin contammg: ; R

Rev Rul.: 69-573 1969—2 C.B. 125 holds that a college frate ity. that malntalns a chapter .

“ primary ;purpose, however is operatmg a soclal club,. whleh is not a exempt purpose under i

Based on the: foregomg, we. conclude that you do not quallfy for exemption under section E": e

. |
R e A
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o First, youifail to meet:the:drganizational test in section 1:501(c)(3)-1(b)(1)(iii) of the- L
.., | regulations because your charter states thatyou are organized to ciate a'*social bond" among-: - @ -
;. persons.of Arab American heritage'and to conduct “social gatherings” and parties. The. = :. - °
1 .|regulations specifically.cite social purposes as an example ot non-ekémpt purposes that will
.. |-cause:an organization to fail the organizational test for exemption upder section 501(c)(3).
S R R o
i Second, consistent with your nonexerript social purposes, youhave conducted a.number.
{-:of activities that are not éxempt-ahd theérefore you are not operated gxclusively for exempt. -
" l-purpdses described in section 501(c)(3). Your activities have included dinnerparties, picnics,
+ = "and banquets. | Like the fratemities and clubs held not to qualify for section 501(c)(3) exemption” -
& In-Rev.:Ruls. 66:179, 87-139, and 69-573, and in the Phinney.case,|supra, such activities are,*
brganization described in

:more appropriate to a:social clib tHan & charitable and educational _
es will comprise 60% of
ary purpose. R :

* 'section:501(c)(3). In fact, you have indicated that such sociat activi
-+ your total activities, and thus will :not only-be. substantial-but your pri

' idm (Finally, you have not established. that-you will conduct.charitable and educational activities' -
divios 2 Cethat further exempt:purposes within the meaning of section 501(c)( )., Under. Rev. Proc. 90-27, .5 i
. - - Fithé-Sérvice may decline to recognize exemption if an-organization does not describa its, © - o
¢+ o} Activities in sufficient detall to permit a conclusion that-it will clearly meet the requirements of the " .
st ) section under which exemption. is: claimed., You have not described [selection procedures for

', . i ‘scholarships that meet'thé requirements of Rev. Ruls. 66103, 69-257. and 67-387;:and you

‘" have Indicated you:have made and will make grants to non-exempt prganizations, without . -

“retaining sufficient discretion and control over the use of the funds tg ensure their.use for . o
;. section; 501 (c)(3) purposes. *Nor have 'you established that you will make grants to'non-United -~ -
P .‘.'States, organizations that are, orgarized and: operated exclusively fof purposes described in”, = -
t; o g section:501(c)(3). Finally, you'have made grants to at least one non-section 501(c)(3)
"1t orgaritzation — the ' — Without retaining discretion &nd coéitrol over the use of the :

1, funds for section 501(c)(3): purposés. S R

gL s o . A
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b > ibgggbrdingly, you do _r)ot'qua[ify' for exeqﬁptjon as an organizatign éesgribed in section ..
:501(c)(3);of the Code and yoti must file federal income tax returns. : -

-~ {Contributions t yéurare not deductible, under section 170 of this Code.
R O o g

1 Youhaveithe right to pratest this ruling if you believe itis i To protest, you should . |, :
;. submit a:statement of your views to this office, with a full explanation of your reasoriing. This -
! statement, sigried by one of your officers, must be submitted within 30 days from the date of this
4 0 1 1 pletter. iYou also have a.fight.toa conference in this office after your tement is submitted. .
B i - hYou must request the conference, if you:want one, when you file your protest statement. If you
f .. . ! areto berepresented by someone wha is not one of your officers, that person will.need to file a.
.| proper, power of attorney. and otherwise. qualify under-our Conference-and Practices o

g -

f. ¢ Requrements.

idered by the Intemal

. :'I'f;;yi):u do hdtprote,s,tgmis_rqlihg ina timely manner, itjwill ‘be col S
ies. Section 7428(b)2) . 7.

- ' 'Revenue Service as a failure to exhaust available administrative re
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rovides, in: part, that a declaratory judgement ord under this sectlen shall not

ny. prooeedmg unless the Tax Court, the United :State Court of Federal. C|alms or

ct Courtiofithe Untted States for the. District of Calurribia determines that the - - , :.Z.-,
on mvolved has exhausted admxmstrat:ve remedleﬁ avaxla le to it wuthm the Intemal

Semce -

it we do nothear. from you-within 30 days, this rulmg wnll beco e final and a copy will be '
ito the Ohio Tax_Exempt and Government Entities (TE/GE] office. Thersafter, ariy,

e appfopriate State

a '.';; ’.“)ff cnals wnll be notrf ed of th|s actxon in acoordanoe with Code sectioh 6104(c).-

, When sendmg addmonal letters to us with respect to thls mse you will expedite their - -
' eoelpt by :usmg the followmg address ’ G : .

N ;lnternal.Revenue Semce
, T'EC CE&O
1111 Constntutxon Ave, | N: W.; Room #386

, K ypu have any.questions, please contact the person whose name and teleph,dq‘e- nu‘r'f,_lbfé‘r- .
are shown in tl)e headmg of thns letter. : = L LT

Sincerely i

(sxzned) Gerald \'A Sack

; Manager Exempt Orgamzatxons
: Techn wl Group 4
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